AR21 ce 


eaaR 
MANUPACTURING 
LIMITED ~~ 


annual report 197 


ate . eh aa My , sp } 
ee z ; : 4 Sane 
2 ' 7 ; ae j xe 


my 
fy 


a 


Mi 


co 


a8 


~ 


Yh 
we * 


% 


% 


annual report 1976 


Sklar Manufacturing Limited 


Directors 


* DOUGLAS R. ANNETT 
Don Mills, Ontario 
President, Annett Partners Limited 


* ALLAN L. BEATTIE, Q.C. 
Toronto, Ontario 
Managing Partner, Osler, Hoskin & 
Harcourt 


* PAUL F. BLACK 
Toronto, Ontario 
President, Black, Galper & 
Heessels Limited 


EDWIN T. COHEN 

Willowdale, Ontario 

Managing Director, ECO-Markets 
Research and Advisory 
Associates Ltd. 


JAMES F. KENNEDY 
Toronto, Ontario 
Partner, Osler, Hoskin & Harcourt 


JOSEPH SKLAR 

Toronto, Ontario 
Vice-President, 

Sklar Manufacturing Limited 


LOUIS SKLAR 

Oshawa, Ontario 

President, 

Sklar Manufacturing Limited 


SAMUEL SKLAR 

Toronto, Ontario 

Chairman of the Board 

Sklar Manufacturing Limited 
JACK B. WHITELY 

Baie d’Urfe, Quebec 
President, Commerce Capital 
Corporation Limited 


% 


= 


* Member of Executive Committee 
** Member of Audit Committee - 


Officers & Executives 


SAMUEL SKLAR 
Chairman of the Board 
LOUIS SKLAR, B.A., B.Sc., 
President 


JOSEPH SKLAR 
Vice President 


R. E. G. WILSON, B.Comm, C.A. 


Secretary-Treasurer 

B. THOMSEN 

General Manager, 
Upholstered Products 

W. J. B. KING, R.LA. 
General Manager, 

Wood Products 

E. PORTERFIELD 
General Manager, 
Mattawa Forest Products 
J. L. PROBER, B.A., M.B.A. 
Director of Personnel and 
Industrial Relations 

J. E. R. DEMERS, R.1.A. 
Assistant Treasurer 


Head Office 


617 Victoria Street East, 
Whitby, Ontario LIN 5S7 
Telephone 416/668-3315 


Plants 


Whitby, Ontario 
Weston, Ontario (2) 
Hanover, Ontario 
Southampton, Ontario 
Mattawa, Ontario 


Showrooms 


Downsview, Ontario 
Weston, Ontario 

Montreal, Quebec 

High Point, North Carolina 


Transfer Agents 
and Registrars 
Common Shares— 


Montreal Trust Company, 
Toronto and Montreal 


Warrants— 
Guaranty Trust Company of 
Canada, Toronto and Montreal 


Bankers 


The Royal Bank of Canada 
The Mercantile Bank of Canada 


Auditors 


Clarkson, Gordon & Co. 
Soberman, Isenbaum & Colomby 


Stock Listing 


Toronto Stock Exchange (SKM) 
(SKM. WT) 


President’s Report to Shareholders 


Although the company recorded an operating loss (before income taxes and extraordinary items) for the year ended 
December 31, 1976, performance was significantly better than in 1975. In order to place 1976 performance in 
proper perspective, it is helpful to examine the information contained in the following chart, which compares 
performance by major divisions for the two years. 


(In $'000) | 

' Earnings (Loss) before 

DIVISION *SALES interest, taxes and 
extraordinary items: 

1976 1975 1976 1975 
Furniture Manufacturing $46,562 $39,642 $2,290 $ (389) 
Mattawa Forest Products 4,010 2,895 (858) (1,661) 
Discontinued Operations (Able Plastics Ltd.) 1,690 229 (248) (136) 
Foreign Operations 1,484 Wed 46 (477) 


*Intercompany sales excluded from Furniture Manufacturing but included in other divisions since intercompany sales 
of the latter represent their end products. 


This chart identifies the problem areas and the degree to which progress has been made. Each of the major 
operating areas listed in the chart requires some comment. 


Furniture Manufacturing 

Although 1976 earnings of the furniture manufacturing divisions were modest, they indicate a strong 
turnaround from the setback experienced in 1975. The problems in 1975 arose primarily as a result of the 
sharp decline in demand for home furnishings occurring at a time when the company was well into major 
and costly expansions at a number of its divisions. 

This 1976 improvement was significant. Although retail furniture sales were well below expectations, 
the company was successful in recording substantial increases of both sales and profit margins. The 
increases were brought about by a combination of the strengthening of the company’s total position in 
the marketplace and improvements-in-manufa t the newer_tfacilities. 

Furniture manufacturing is a fashion oriented industry. Therefore, having in uncertain 
economic conditions that prevailed throughout 1976, the reference to strength in the marketplace is of 
special importance. Creative product design which recognizes the changing tastes of a more 
sophisticated and selective consumer, and an imaginative approach to capturing the dealer floor space 
are two essential ingredients of this strength. It is in these areas that the ae has continued to 
enlarge upon its position of leadership in the industry. 


Although management is encouraged by the progress made in the furniture manufacturing 
| divisions, we must, at the same time, identify the fact that this progress-has-been hampered -by. the 


« 


probl in those divisions representing the company’s efforts at long term vertical integration. 


Mattawa Forest Products 

The Mattawa Forest Products division has been, and continues to be, the company’s most serious 
problem and, perhaps, at the same time, its most promising potential. It has encountered a series of 
market and operating difficulties, but the overriding problem has been that hardwood prices throughout 
1975 and 1976 were at their lowest level in many years notwithstanding that a world shortage is devel- 
oping. From mid 1973 to mid 1976, the price of hardwoods produced and sold by the Mattawa division 
dropped approximately 23%. During this same period, as a result of inflation and other factors beyond 
the company’s control, operating costs have increased substantially. For example, two of the major 
cost elements at the forest products division are labour and government stumpage fees, and during 
this three year period, these costs have increased by an average of 40% and 236% respectively. 


Early in 1976, the company retained a firm of consultants with special expertise in the forest products 
industry for the purpose of reviewing the entire Mattawa project. Their report, which was completed in the 
summer of 1976, confirms both the validity of the Mattawa concept of vertical integration and 
management’s programs designed to deal with its problems, including the buildup of production and 
sales at the dimension plant where operations were reduced substantially at the end of 1975 as a result of 
the depressed market conditions and the operating difficulties that these conditions created. 

During the first quarter of 1977, hardwood prices, particularly in the United States, have begun 
to improve. This firming of the market, together with the ongoing improvements in manufacturing 
efficiency, should enable the Mattawa division to substantially reduce losses and perhaps approach the 
breakeven point during 1977. However, the company must contend with the fact that, in the short term, 


this division will continue to suffer losses, primarily because phase two of the Mattawa development, the _ 
dimension plant, will be incurring startup costs as it continues the buildup of sales and production. By the 
nd of 1977, with improved-productivity and its control of a major Source Of. e 


attawa operation Can begin to make a positive contribution to the company’s progress. 


ble Plastics Limited 
Effective January 28th of this year, the company sold its interest in Able Plastics Limited. Because of the 
growing losses shown in the preceding chart and the untimely UNG ee Ferstenberg, the late 
President of Able Plastics Limited, your management believed it to be in the bestinterest of tte company 


to dispose of this operation. 


Foreign Operations 

The major problems in our foreign operations were largely corrected during 1976. The furniture exporting 
aCtivities of our European subsidiary have been reduced in scope while, at the same time, the production 
and sale of velvet fabrics have been gradually increasing as a result of improved demand. We believe that 
in 1977, our foreign operations should generate modest profits. 


The company has improved its working capital by converting 42% million of current debt to term debt, and by 
postponing substantially.a!l principal payments on existing term debt to the beginning of 1978. In addition, the 
repayment terms of most-of-this debt have also been extended as set out in the notes to the financial 
statements. Ss 

As we enter 1977, it is clear that the Canadian economy will, at best, experience marginal improvement. This 
situation combined with the company’s heavy interest costs, present management with formidable challenges. 
However, barring a deterioration in demand for consumer durables and, in particular, home furnishings, we are 
confident that performance of the company will continue to improve. 


ON BEHALF OF THE BOARD 


LOUIS SKLAR 
President 


ot 


Consolidated Six-Year Summary 


OPERATIONS 

Net Sales 

Earnings (loss) before taxes 
and extraordinary items 

Income taxes (recovery) 

Earnings (loss) before 
extraordinary item 

Extraordinary income-net 

Net earnings (loss) 

Depreciation 


CAPITAL EXPENDITURES 


(before deducting government 
grants) 


FINANCIAL POSITION 
Working capital 
Current ratio 
Fixed assets (net) 
Total assets 
Long-term debt 
Shareholders’ equity 


PER COMMON SHARE 
Basic net earnings (loss) 
before extraordinary items 
Basic net earnings (loss) 
Shareholders’ equity 


OTHER STATISTICS 
Approximate number of 
shareholders 
Common shares outstanding 
at year end 


1976 1975 


(692,000) (4,105,000) 
78,000 (1,244,000) 
(770,000) (2,781,000) 
796,000 — 
26,000 (2,781,000) 
798,000 795,000 
480,000 2,322,000 
7,924,000 4,026,000 
1.51:1 12631 
7,131,000 7,935,000 
30,747,000 27,765,000 
8,973,000 5,885,000 
6,175,000 6,149,000 
(0.32) (1.16) 
0.01 C116) 
2.57 Pais |) 
2,150 1,900 
2,402,969 2,402,969 


1974 


1,093,000 
708,000 


385,000 
385,000 
618,000 


3,414,000 


7,382,000 
1.49:1 
6,806,000 
29,153,000 
4,291,000 
8,930,000 


0.16 
0.16 
3.72 


1,900 


2,402,969 


1973 


$49,884,000 $41,404,000 $43,429,000 $38,116,000 


4,276,000 
1,899,000 


2,377,000 
2,377,000 
505,000 


1,405,000 


6,630,000 
126931 
4,436,000 
20,621,000 
1,943,000 
8,537,000 


1.02 
1:02 
3.56 


1,900 


2,399, OLU 


19¥2 


$28,213,000 


3,071,000 
1,474,000 


1,597,000 
173,000 
1,770,000 
438,000 


1,458,000 


4,302,000 
1.5671 
3,923,000 
15,891,000 
1,868,000 
5,997,000 


Oet2 
Gro 
2.00 


1,700 


2,318,754 


1971 


$19,753,000 


949,000 
487,000 


462,000 
178,000 
640,000 
405,000 


472,000 


3,394,000 
VIZ 
2,964,000 
11,064,000 
3,110,000 
3,065,000 


0-25 
0.35 
1.67 


1,800 


1,835,741 


SKLAR 


Manufacturing Limited 


Consolidated Statements of Earnings (Loss) and Deficit 


FOR THE YEAR ENDED DECEMBER 31, 1976 (with comparative figures for 1975) 


EARNINGS (LOSS) 
Net Sales 


Operating costs and expenses: 
Cost of goods sold 
Marketing, general and administrative expenses 
Depreciation 
Interest on current bank indebtedness 
Interest on long-term debt 


(Loss) from continuing operations 
(Loss) from discontinued operations (net of minority share, 
$80,000 in 1975) (note 1a) 
(Loss) before income taxes and extraordinary items 
Income taxes (recovery) (note 6): 
Current 
Deferred 


(Loss) before extraordinary items 


Extraordinary items: 
Proceeds from key man life insurance policy 
(Loss) on disposition of subsidiary company (note 1a) 
Reduction in current income taxes as a result of loss carry-forward 


Net earnings (loss) 


Earnings (loss) per share (note 5): 
(Loss) before extraordinary items 
Extraordinary items 


Net earnings (loss) 


DEFICIT 

Retained earnings (deficit) at beginning of year 
Net earnings (loss) for the year 

(Deficit) at end of year 


(See accompanying notes to consolidated financial statements. ) 


1976 


$49,884,000 


40,303,000 
7,305,000 
798,000 
1,131,000 
691,000 


50,228,000 
(344,000) 


(348,000) 
(692,000) 


98,000 
(20,000) 


78,000 
(770,000) 


900,000 
(197,000) 
93,000 


796,000 
$ 26,000 


$(0.32) 
> 0.33 


$ 0.01 


$ (1,342,000) 
26,000 


$ (1,316,000) 


TOTS 


Restated (note 1a) 


$41,387,000 


35,766,000 
7,369,000 
779,000 
891,000 


471,000 


45,276,000 


(3,889,000) 


(136,000) 


(4,025,000) 


(166,000) 
(1,078,000) 


(1,244,000) 
(2,781,000) 


$(2,781,000) 


$(1.16) 


$(1.16) 


$ 1,439,000 
(2,781,000) 


$ (1,342,000) 


Consolidated Balance Sheet 


DECEMBER 31, 1976 (with comparative figures for 1975) 


Assets 


Current Assets: 


Accounts receivable 


Receivable from sale of subsidiary company (note 1a) 


Due from government agency 
Inventories (note 2) 
Prepaid expenses 


Total current assets 


Due from government agency in 1978 


Fixed assets: 


Land 
Buildings and leasehold improvements 
Machinery and equipment 


On behalf of the board: 


Cost 


$ 66,000 


5,288,000 
7,093,000 


$12,447,000 


Director 


Director 


Accumulated 

Depreciation 

$ Sf 
1,384,000 
3,932,000 


$ 5,316,000 


1976 


$10,933,000 
441,000 


11,606,000 


440,000 
23,420,000 


196,000 


66,000 
3,904,000 
3,161,000 


7,131,000 
$30,747,000 


1975 


$10,024,000 


151,000 
9,106,000 
353,000 


19,634,000 


196,000 


66,000 
4,079,000 


3,790,000 


7,935,000 


$27,765,000 


Liabilities 


Current Liabilities: 


Bank indebtedness—current (note 3) 
Accounts payable and accrued charges 
Income and other taxes payable 
Long-term debt due within one year 


Total current liabilities 


Long-term debt (note 4) 


Deferred income taxes 


Shareholders’ equity: 


Capital stock— 
Authorized: 
3,500,000 common shares without par value 
Issued (note 5): 
2,402,969 shares 
Deficit 
Total shareholders’ equity 


(See accompanying notes to consolidated financial statements) 


Auditors’ Report 


To the Shareholders of 
Sklar Manufacturing Limited: 

We have examined the consolidated balance sheet of Sklar 
Manufacturing Limited as at December 31, 1976 and the 
consolidated statements of earnings (loss), deficit and 
changes in financial position for the year then ended. Our 
examination was made in accordance with generally ac- 
cepted auditing standards, and accordingly included such 
tests and other procedures as we considered necessary in 
the circumstances. 


Toronto, Canada 
March 10, 1977 


SKLAR 


Manufacturing Limited 


(Incorporated under the 
laws of Ontario) 


1976 OFS 
~ $10,993,000 $ 9,216,000 
3,523,000 4,416,000 
919,000 1,270,000 
~ 61,000 706,000 
15,496,000 15,608,000 
8,973,000 5,885,000 
103,000 123,000 
7,491,000 7,491,000 
(1,316,000) (1,342,000) 
6,175,000 6,149,000 
$30,747,000 $27,765,000 


In our opinion, these consolidated financial statements 
present fairly the financial position of the company as at 
December 31, 1976 and the results of its operations and the 
changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


CLARKSON, GORDON & CO., 
SOBERMAN, ISENBAUM & COLOMBY 
Chartered Accountants 


SKLAR 


Manufacturing Limited 


Consolidated Statement of Changes in Financial Position 


FOR THE YEAR ENDED DECEMBER 31, 1976 (with comparative figures for 1975) 


SOURCE OF FUNDS: 
(Loss) before extraordinary items 
Add charges (deduct credits) not involving funds— 
Depreciation 
Deferred income taxes 
Loss on sale of fixed assets 


Funds provided from operations 
Proceeds from key man life insurance policy 


Reduction in current income taxes as a result of loss carry-forward 
Proceeds from sale of subsidiary company, net of loss 


on disposition of $197,000 


Conversion of current bank indebtedness to long-term (note 4) 
Deferral of long-term debt payments originally due in 1976 (note 4) 


Loan from Ontario Development Corporation 


APPLICATION OF FUNDS: 
Net loss 
Add credits (deduct charges) not involving funds— 
Depreciation 
Deferred income taxes 


Funds applied to operations 
Additions to fixed assets—net 
Portion of long-term debt due within one year 


Increase (decrease) in working capital (See below) 
Working capital, beginning of year 


Working capital, end of year 


SUMMARY OF CHANGES IN WORKING CAPITAL: 


Increase (decrease) in current assets— 
Accounts receivable 
Receivable from sale of subsidiary company 
Due from government agencies 
Inventories 
Prepaid expenses 


Decrease (increase) in current liabilities— 
Bank indebtedness—current 
Accounts payable and accrued charges 
Income and other taxes payable 
Deferred income taxes—current 
Long-term debt due within one year 


Increase (decrease) in working capital 


(See accompanying notes to consolidated financial statements) 
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1976 


$ (770,000) 


798,000 
(20,000) 
24,000 
32,000 
900,000 
93,000 


265,000 
2,500,000 
650,000 


4,440,000 


481,000 
61,000 
542,000 


3,898,000 
4,026,000 


$ 7,924,000 


$ 909,000 
441,000 
(151,000) 
2,500,000 
87,000 


3,786,000 


(1,777,000) 
893,000 
351,000 


645,000 
112,000 
$ 3,898,000 


1975 


2,000,000 


150,000 
2,150,000 


2,781,000 


(795,000) 
844,000 


2,830,000 
2,120,000 
556,000 


5,906,000 


(3,356,000) - 
7,382,000 


$ 4,026,000 


$ 526,000 


(1,125,000) 
(2,179,000) 
65,000 


(2,713,000) 


1,184,000 
(704,000) 
(1,152,000) 
234,000 | 
(205,000) 


(643,000) 
$ (3,356,000) 


Notes to Consolidated Financial Statements 


FOR THE YEAR ENDED DECEMBER 31, 1976 


1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 4. LONG-TERM DEBT 


(a) Principles of consolidation— 


The consolidated financial statements include the accounts of the 
company and its subsidiaries all of which are wholly owned. Prior to 
the year end, agreement in principle was reached for the sale of a 
65% owned subsidiary company. The sale transaction which closed 
in January, 1977 has been accounted for as of December 31, 1976 
and, accordingly: 

(i) The loss on disposition of the subsidiary is reflected as an 

extraordinary item in 1976, 


(ii) The operations of the subsidiary for the years 1975 and 1976 


Prior to December 31, 1976, agreement was reached in principle 
with existing term lenders whereby $2,500,000 of current-banak— 
indebtedness was converted to a bank term loan due by 1983, the 
maturities-of-existing bank term loans were extended and principal 
payments due in 1976 and 1977 on these loans were incorporated 
into a new payment schedule beginning in 14/78. 

The loan documentation was finalized on March 9, 1977 and has 
been reflected in the financial statements as at December 31, 1976 
as a reduction of current bank indebtedness and an addition to 
long-term debt. Long-term debt consists of: 


have been excluded from net sales and operating costs and 1976 1975 

expenses in the statement of earnings and shown instead as a Bank term loans due 1983: 

single item “loss from discontinued operations”. 2% above the lender's 
(b) Translation of foreign currencies — ene PB se $3,400,000 $3,400,000 
Current assets, other than inventories, and liabilities of a foreign eal i els 
subsidiary have been translated into Canadian dollars at year-end pie ne tate 2,000,000 2,000,000 
rates of exchange. Inventories and fixed assets are translated at 2%% above the lender's 
historic rates and income and expenses (except depreciation) at prime rate 2,500,000 _ —- 
average rates of exchange in existence during the year. The ‘i Loans from Ontario i eee 
exchange adjustment arising from such translation has been re- Development Corporation: 
flected in earnings. 9% due 1978 / 134,000 191,000 
(c) Inventories— 8% due 1985 (interest 
Inventories are valued at the lower of cost or net realizable value, free until March 15, 1978) 1,000,000 1,000,000 
with cost determined on a first-in, first-out basis. 9,034,000 / 6,591,000 
(d) Depreciation— Less amounts due within ae 

pirtpa aie included in 
Depreciation is provided in the accounts on the straight line method DAS INS 
over the estimated useful lives of the fixed assets as follows: current liabilities 61,000 706,000 
$8,973,000 $5,885,000 


Buildings —20-40 years 
Leasehold improvements —over the unexpired terms 
of the leases 

Machinery and equipment —10 years 
(e) Start-up costs— 
All preproduction and start-up costs are charged to operations as 
incurred. 
(f) Pensions— 


Substantially all of the company’s employees are covered by 
company pension plans as well as by compulsory government 
plans. The unfunded past service obligation is being amortized 
annually to 1989. 


. INVENTORIES 
At December 31, inventories consist of: 


(a) Security— 

Subject to the assets pledged against bank indebtedness as 
referred to in note 3 the remaining long-term debt is secured by 
fixed charges on buildings, equipment and leasehold improvements 
and floating charges on all other assets. 

(b) Restrictions— 

The restrictions relating to the long term debt require the company 
to maintain working capital of $5,000,000 and shareholders’ equity 
of $5,000,000. There are also limitations on the purchase of fixed 
assets, lease commitments and dividend payments. As a result of 
the new long-term debt arrangements, the company is no longer in 
default under any of its loan covenants. 

(c) Payments— 

Payments required on long-term debt in the next five years are as 


1976 1975 follows: 
Raw materials $ 5,599,000 $4,851,000 1977 —$ 61,000 
Work in process 2,037,000 1,997,000 1978 — 1,137,000 
Finished goods 3,970,000 2,258,000 ee — Poa 
$11,606,000 $9,106,000 1981 — 1'123'000 


. BANK INDEBTEDNESS—CURRENT 


Current bank indebtedness of $10,993,000 and the $2,000,000 
bank term loan due in 1983 are secured by substantially all the 
accounts receivable and inventories and debentures in the total 
amount of $10,000,000 of two subsidiary companies. These de- 
bentures provide fixed charges on the fixed assets of the two 
subsidiaries and floating charges on all other assets subject to the 
fixed and floating charges relating to other long-term debt as 
referred to in note 4. 


5: 


CAPITAL STOCK 


As at December 31, 1976, 298,409 common shares were reserved 
for possible issue upon exercise of share purchase warrants at a 
price of $3.50 per share, exercisable until July 1, 1978. The exercise 
of the outstanding warrants would not have had a dilutive effect on 
earnings (loss) per share in 1976 or 1975. 


9 


6. INCOME TAXES 


The company and its subsidiaries are subject to income taxes on an 
individual, rather than a consolidated, basis. The provision for 
income taxes and the extraordinary tax credit are related to the 
profits of certain subsidiaries. Other subsidiaries have incurred 
losses against which future income tax recoveries have not been 
recognized in the accounts. 


At December 31, 1976, the companies have loss carry-forwards for 
income tax purposes of approximately $1,770,000 available for 
deductions against future years’ profits. These loss carry-forwards 
expire as follows: 


1980 — $1,093,000 
1981 - 47,000 
Unlimited — 630,000 

$1,770,000 


. REMUNERATION OF DIRECTORS AND SENIOR OFFICERS 


The total remuneration paid or payable by the company and its 
subsidiaries to its directors and senior officers amounted to 
$386,000 in 1976 and $359,000 in 1975. 


. PENSION PLANS 


Pension costs, including amounts for compulsory government 
pension plans, were $483,500 in 1976 and $487,000 in 1975. These 
amounts include current service costs and payment on account of 
the unfunded liability in respect of past service. 


At December 31, 1974 the date of the last actuarial review, the 
unfunded obligation for past service was approximately $400,000. 
An updated actuarial calculation of the unfunded obligation for past 
service will be performed during 1977. 


10 


2, 


10. 


COMMITMENTS AND CONTINGENT LIABILITIES 
(a) Long-term leases— 


The company is committed under long-term leases with various 
expiry dates to 1995. Minimum rentals (exclusive of taxes, insurance 
and maintenance costs) for the next five years under these leases 
are approximately $750,000 annually. 

(b) Litigation— 

The company and one of its subsidiaries are currently involved in a 
lawsuit with regard to the amount payable for the shares of the 
subsidiary. In the opinion of legal counsel and management, the 
determination of this lawsuit will not have a material effect on the 
financial position of the company. 


(c) Government grants— 


The company has received and has accrued grants from the Federal 
Department of Regional Economic Expansion which have been 
applied against the cost of fixed assets at the company’s lumber 
operations. The agreements relating to the grants provide for some 
repayment of these grants to the government agency in the event 
that specified conditions, such as maintenance of employment 
levels, are not maintained. The company is presently very close to 
the employment levels required and management believes that the 
company will be able to comply with the conditions of the grants. 


ANTI-INFLATION ACT 


Under the Federal government’s Anti-Inflation program (presently 
scheduled to be in force until December 31, 1978) the company is 
subject to mandatory compliance with legislation which controls 
prices, profit margins, employee compensation and shareholder 
dividends. Management is of the opinion that the company is in 
compliance with the requirements of the Anti-Inflation Act. 
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